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UNITED STATES OF AMERICA :
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IMPACT OF TRANSITION TO IFRS STANDARDS -++v _ = = & 5l
ON L'OREAL CONSOLIDATED FINANCIAL STATEMENTS

b . ’
The change in accounting standards has called for a substantial preparation and training effort, which began in
2002 in the various entities of the L'Oréal group. The presentation of the 2004 consolidated financial statements
in accordance with IFRS standards has been subjected to auditing procedures by the Statutory Auditors. The
main items affected by the change are summarised below.

Main impacts:

On the Balance Sheet at December 31st 2004: a strengthening of the structure

- Consolidated shareholders' equity increased by €1.26 billion to reach €11.8 billion, that is +11.9%. This
change is mainly the result of the revaluation of Sanofi-Aventis investment at market value and the
reclassification of L'Oréal treasury stock.

- Net debt, which previously amounted to €1.47 billion, is now €1.57 billion at December 31st 2004.
- The gearing is now 13.3% at December 31st 2004.

On the 2004 Profit and Loss Account: a slight improvement in net earnings per share

- The reclassification of charges, which are deducted from sales, results in sales of €13,641 million for
2004 instead of €14,534 million, that is -6.1%. This reclassification has no impact on earnings.

- Adjusted operating profit amounted to €2,162 million, or 14.9% of sales, using French accounting
standards. Using IFRS standards, operating profit is now €2,089 million, representing 15.3% of sales.

- Net income after minority interests, up by €344 million, is now €3,970 million using IFRS standards,
instead of €3,626 million using French accounting standards.

- 2004 net operational profit after minority interests amounted, using French accounting standards, to
€1,656 million or 11.4% of sales and €2.46 per share after dilution. Net profit before non-recurrent items
after minority interests comes out, using IFRS standards, at €1,609 million, or 11.8% of sales and €2.48
per share after dilution.

The number of shares taken into account to calculate diluted net earnings per share has changed from
673,547,541 shares to 649,598,404 shares.

- Diluted net earnings per share excluding non-recurrent items, Sanofi-Aventis deconsolidated, now
amounts to €2.29, instead of €2.23.

A detailed presentation of the impact of transition to IFRS standards on L'Oréal consolidated financial
statements is available in both French and English on the Internet site: www loreal-finance.com.

"This news release does not constitute an offer to sell, or a solicitation of an offer to buy, L’Oréal shares. If you
wish to obtain more comprehensive information about L’'Oréal, pilease refer to the public documents registered in
France with the Autorité des Marchés Financiers [which are also available in English on our Internet site:
www.loreal-finance.comj.

This news release may contain some forward-looking statements. Although the Company considers that these
statements are based on reasonable hypotheses at the date of publication of this release, they are by their nature
subject to risks and uncertainties which could cause actual results to differ materially from those indicated or
projected in these statements.”

Contacts at L'OREAL

Shareholders Analysts and

and Market Authorities Institutional Investors Journalists

Mr Jean-Régis CAROF Mrs Caroline MILLOT Mr Mike RUMSBY
® :+33.1.47.56.83.02 & . +33.1.47.56.86.82 ®: +33.1.47.56.76.71
bttp://www loreal-finance.com Fax: 01.47.56.80.02 http:/iwww.loreal.com

For more information, please contact your bank, broker or financial institution (I.S. I.N. code: FR0000120321), and consult your usual newspapers,
and the Internet site for shareholders and investors, http://www.loreal-finance.com, or its mobile version on your PDA, at loreal-finance.com
mobile edition; alternatively, call +33.1.40.14.80.50.



APPENDICES

Detailed presentation of the impact of transition to IFRS standards on L'Oréal consolidated
financial statements by C. MULLIEZ Executive Vice-President Administration and Finance

Opening Balance Sheet at January 1% 2004

Notes on the reconciliation of the opening Balance Sheet at January 1% 2004
Balance Sheet at December 31 2004

Notes on the reconciliation of the Balance Sheet at December 31% 2004
Impact of IFRS on shareholders' equity

Profit and Loss account by nature

Application of IFRS standards to 2004 sales
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Opening balance sheet at 1/1/2004

Assets
Published balance sheet at 12/31/2003 IFRS reclassification and
French standards restatement Opening IFRS balance sheet at 1/1/2004
€ millions Asset/Asset Asset/Liability
Fixed assets 8,136.4 660.2 -43.1 | Non-current assets 8,753.5
Goodwill 8440 | 1 2,378.7 36.6 | Goodwill 3,259.3
Intangible assets 37617 | 2 -2,718.5 -6.8 | Intangible assets 1,036.4
Tangible assets 1,8439 | 3 205.0 - Tangible assets 2,048.9
Financial assets 161.1 4 -49.9 -2.1 | Financial assets 109.1
investments in equity affiliates 1,525.7 | § 340.7 -6.2 | Investments in equity affiliates 1,860.2
6 504.2 -64.6 | Deferred tax assets 439.6
Current assets 6,875.7 -660.2 -1,409.8 | Current assets 4,805.7
Inventories 1,093.3 - -4.3 |inventories 1,088.0
Prepayments to suppliers 64.5 -64.5 -
Trade accounts receivable 2,006.8 -8.3 - Trade accounts receivable 1,998.5
Other receivables and prepaid 1,408.4 6 -577.5 98.0 | Other receivables 928.9
expenses
69.9 - Current tax assets 69.9
Marketable securities 1,748.6 -233.1 -1515.5
Cash and cash equivalents 5541 1563.3 12.0 | Cash and cash equivalents 719.4
Total 15,0121 0.0 -1,452,9 | Total 13,5589.2
Liabilities
Published balance sheet at 12/31/2003 IFRS reclassification and
French standards restatement Opening IFRS balance sheet at 1/1/2004
€ millions Liability/Liability | Asset/Liability
Shareholders’ equity’ 8,136.2 | 15 -558.1 -1,426.5 Shareholders' equity 6,151.6
Capital stock 1352 - - Capital stock 135.2
Additional paid-in capital 8953.4 - - Additional paid-in capital 953.4
Reserves 8,279.0 -1,755.4 257.8 Reserves 6,781.4
Cumulative transiation adjustments -1,243.3 1,242.3 1.0 | Cumulative translation adjustments 0
-4.2 701 Unrealised hoiding gains 65.9
-1,792.6 | Treasury stock -1,7926
Shareholders' equity excluding 6,143.3
minority interests
Minority interests 11.9 -40.8 37.2 Minority interests 8.3
Provisions for liabilities and 1,439.3 202.2 -25.1 Non-current liabilities 2,370.6
charges
Provisions for employee retirement 906.3 |9 2237 - Provisions for employee retirement 1,130.0
obligation and related benefits obligation and related benefits
Other provisions for liabilities and 4925 |10 -293.7 - Other provisions for liabilities and 198.8
charges charges
Deferred tax liabilities 405 |11 272.2 -25.1 Deferred tax liabilities 287.6
Barrowings and debts 1,941.2 |12 -1,187.2 0.2 | Non-current borrowings and debts 754.2
Current liabilities 3,495.4 1,543.1 -1.5 Current liabilities 5,037.0
Customers' deposits and advances 04 -0.4 -
Trade accounts payable 2,078.0 -1.0 1.4 | Trade accounts payable 2,078.4
13 1,149.5 -0.6 | Current borrowings and debts 1,148.9
Other liabilities 14170 |14 162.9 -2.3 Other liabilities 1,577.6
2321 - | Current tax liabilities 2321
Total 156,012.1 0.0 -1,452.9 | Total 13,5569.2

* Including Minority interests




Notes on the reconciliation of the opening balance sheet at January 1% 2004

Assets

Notes 1 and 2: Business value (€2,608.6 million) and market share (€110.8 million) have been
reclassified as Goodwill as they cannot be recorded as identifiable intangible assets in application of
IAS 38.

The goodwill relating to the Sanofi-Synthélabo investment has been reclassified in the Investments in
equity affiliates line in an amount of €340.7 million.

Note 3. Advertising materials which can be depreciated have been transferred from Other receivables
and prepaid expenses to Tangible assets in an amount of €200 million (standard IAS 16).

Note 4: The current portions of loans have been reclassified as Other receivables.

Note 5. The goodwill relating to Sanofi-Synthélabo investment has been reclassified to the
Investments in equity affiliates line in an amount of €340.7 million.

Note 6: Deferred tax assets are reclassified in a separate line in accordance with IFRS standards
(€504.2 million), advertising materials which can be depreciated are reclassified as Tangible assets
(€200 miliion). Various reclassifications' are also carried out for a net amount of €126.7 million
concerning. Prepayments to suppliers, Current tax assets, financial hedging instruments and the
current portions of loans.

Note 7: This consists of the reclassification of treasury stock which are deducted from shareholders'
equity (gross value: €1,792.6 million, depreciation: €277.1 million), the reclassification of SICAV
investment funds and unit trusts without share risk as cash and cash equivalents (€157.2 million) and
the reclassification of financial hedging instruments (€75.3 million), in accordance with IAS 32.

Note 8: This consists of the reclassification of SICAV investment funds and unit trusts without share
risk from Marketable securities to Cash and cash equivalent.

Liabilities

Note 9: This mainly consists of the booking of actuarial gains and losses on pension obligations in
accordance with the option stipulated in IFRS 1.

Note 10: Provisions for liabilities and charges have been broken down into current liabilities
(provisions relating to the operating cycle and/or provisions whose realisation date is less than 12
months away) and non-current liabilities.

Note 11: A deferred tax liability is booked for Sanofi-Synthélabo investment (€272.2 million) on the
difference between the tax value of the shares and their value in the consolidated financial statements
in accordance with IAS 12.

Notes 12 and 13: Borrowings and debts have been broken down-into current and non-current
portions.

Note 14: This consists of the reclassification of the current tax liabilities on a separate line (€232.1
million) and the reclassification of the current portion of provisions for liabilities and charges (€292.9
million) and various reclassifications for a net amount of €102.1 million.



Note 15: Adjustments of shareholders’ equity at January 1%, 2004 are as follows:

- Shareholders' equity
- Minority interests

Published shareholders’ equity at 12/31/2003 in accordance with French standards

1- Reserves
- Canceliation of depreciation on treasury stock (note 7)
- Attached tax effect

- Deferred tax liability on Sanofi-Synthélabo investment (note 11)

- Booking of actuarial gains and losses on pension obligations and other
adjustments (note 9)

- Attached tax effect

- Reclassification of cumulative translation adjustments in reserves
- Fair value hedging net of tax

- Other restatements net of tax

2 - Cumulative translation adjustments

- Reclassification of cumulative translation adjustments in reserves

3 - Unrealised holding gains

4 - Treasury stock

- Reclassification of gross value from marketable securities to sharehoiders’
equity (note 7)

5 - Minority interests
- Minority interest buyback commitments

- Effect of cash flow hedging

Shareholders' equity at 01/01/2004 in accordance with IFRS standards

IFRS reclassification and

restatement
Liability / Asset /
Liability Liability
-1,755.4 257.8
2771
-93.9
-272.2
-2213
774
-1,2423
-19.6 1.2
-3.7
1,242.3 1.0
1,242.3 1.0
-4.2 70.1
- ~1,792.6
-1,792.6
-40.8 37.2
-40.8 36.7
0.5

Total

8,124.3
11.9
8,136.2

-1,497.6

1,243.3

65.9

-1,792.6

6,151.6



Balance sheet at 12/31/2004

Assets
Published balance sheet at 12/31/2004 IFRS reclassification and
French standards restatement Opening IFRS balance sheet at 12/31/2004
€ millions Asset/Asset | Asset/Liability
Fixed assets 11,533.7 769.6 3,430.7 | Non-current assets 15,734.0
Goodwill 817.2 1 2,669.9 26.7 | Goodwill 3,513.8
Intangible assets 3,738.7 2 -2,673.2 -1.6 | Intangible assets 1,064.9
Tangible assets 19437 | 3 2413 - | Tangible assets 2,185.0
Financial assets 5,033.1 4 -10.6 3.519.9 | Financial assets 8,542.4
5 5422 -114.3 | Deferred tax assets 427.9
Current assets 6,645.4 -769.6 -1,224.6 | Current assets 4,651.2
Inventories 1,1261 - ) -2.7 | Inventories 1,123.4
Prepayments to suppliers 62.3 -62.3 - -
Trade accounts receivable 2,063.6 -0.2 - | Trade accounts receivable 2,063.4
Other receivables and prepaid 14129 5 -674.5 92.6 | Other current receivables 831.0
expenses
57.2 - | Current tax assets 572
Marketable securities 1,579.6 6 -255.6 -1,324.0 -
Cash and cash equivalents 400.9 7 165.8 9.6 | Cash and cash equivalents §76.2
Total 18,179.1 - 2,206.1 | Total 20,385.2
Liabilities
Published balance sheet at 12/31/2004 IFRS reclassification and
€ mil French standards Liabifity / — Opening IFRS balance sheet at 12/31/2004
millions Liability Asset / Liability
Shareholders’ equity’ 10,563.7 | 14 -904.0 2,165.7 | Shareholders' equity 11,825.4
Capital stock 135.2 - - Capital stock 135.2
Additional paid-in capital 953.5 - - Additional paid-in capital 953.5
Reserves 10,738.9 -1,542.1 406.7 | Reserves 9,603.5
-508.7 3,837.7 | Unrealised holding gains 3,031.0
Cumulative translation adjustments -1,268.1 1,158.2 -30.0 | Cumulative translation -139.9
adjustments
- -1,759.1 Treasury stock -1,759.1
Shareholders' equity before 11,824.2
minority interests
Minority interests 42 -13.4 10.4 | Minority interests 1.2
Provisions for liabilities and 1,921.6 606.3 -221 Non-current liabilities 3,218.8
charges
Provisions for employee retirement 7871 |8 208.5 - Provisions for employee 996.6
obligation and related benefits retirement obligation and
‘ related benefits
Other provisions for liabilities and 4746 |9 -286.6 - Other provisions for liabilities 188.0
charges and charges
Deferred tax liabilities 659.9 {10 684.4 -22.1 Deferred tax liabilities 1,322.2
Borrowings and debts 2,174.7 | 11 -1,492.0 30.3 Non-current borrowings and 713.0
Current liabilities 3,519.1 1,789.7 322 (gﬁ:&nt liabilities 5,341.0
Customers' deposits and advances 03 -0.3 -
Trade accounts payable 2108.0 -0.1 0.8 Trade accounts payable 2,108.7
12 1,431.6 -0.4 | Current borrowings and debts 1,431.2
QOther liabilities 14108 |13 154.9 31.8 Other current liabilities 1,587.5
203.6 - | Current tax liabilities 203.6
Total 18,179.1 - 2,206.1 Total 20,385.2

" Including minority interests




Notes to the reconciliation of the balance sheet at 12/31/2004

Assets

Notes 1 and 2: Business value (€ 2,564.6 million) and market shares (€ 105.2 million) have been
reclassified as goodwill as they cannot be recorded as identifiable intangible assets in application of
IAS 38.

Note 3: Advertising materials which can be depreciated have been transferred from "Other receivables
and prepaid expenses” to tangible assets in an amount of € 234.1 million (standard IAS 16).

Note 4: The Sanofi-Aventis investment has been restated at its market value at 12/31/2004 (€ 3,530.7
million); the current portion of loans has been reclassified as "Other current receivables”.

Note 5. This relates to the reclassification of deferred tax assets to a separate line in IFRS
(€ 542.2 million), the reclassification of advertising materials which can be depreciated to tangible
assets (€ 234.1 million), and various reclassifications in a net amount of € 101.8 million concerning
“Prepayments to suppliers”, current tax assets, financial hedging instruments and the current portion
of loans.

Note 6: This relates to the reclassification of treasury stock, which are deducted from shareholders’
equity (gross value: € 1,759.1 million, depreciation: € 435.1 million), the reclassification of SICAV
investment funds and unit trusts without share risk as cash and cash equivalents (€ 170.9 million) and
the reclassification of financial hedging instruments (€ 84 million), in accordance with IAS 32.

Note 7: This relates to the reclassification of SICAV investment funds and unit trusts without share
risk, which are transferred from "marketable securities"”, to cash and cash equivalents.

Liabilities

Note 8: This mainly relates to the recording of actuarial gains and losses on pension obligations in
accordance with the option stipulated in IFRS 1.

Note 9: The provisions for liabilities and charges have been broken down between current liabilities
(provisions relating to the operating cycle and/or whose realisation date is less than 12 months away)
and non-current liabilities.

Note 10: A deferred tax liability has been recorded for the Sanofi-Aventis investment (€ 684.4 million),
corresponding to the difference between the tax value of the investment and its book value in the
consolidated financial statements in accordance with IAS 12.

Note 11 and 12: Borrowings and debts have been broken down into current portion and non-current
portion.

Note 13: This relates to the reclassification of current tax liabilities on a separate line (€ 203.6 million),
the reclassification of the current portion of the provisions for liabilities and charges (€ 286.6 million)
and various reclassifications for a net amount of € 71.9 million.



Note 14: The adjustments to shareholders' equity at 12/31/2004 are as follows:

€ millions

- Shareholders' equity
- Minority interests
Published shareholders’ equity at 12/31/2004 in accordance with French standards

1 - Reserves

- Cancellation of depreciation on treasury stock

- Attached tax effect

- Deferred tax liability on Sanofi-Aventis investment

- IFRS impact on Sanofi-Aventis investment

- Recording of actuarial gains and losses on pensions obligations and other adjustments

- Attached tax effect

- Cancellation of goodwill amortisation

- Reclassification of cumulative transiation adjustments in reserves at 1/1/2004

- Cancellation of 2004 cumulative translation adjustment recorded for Sanofi-Aventis
deconsolidation

- Fair value hedging net of tax (interest rate)

- Fair value hedging net of tax (exchange rate)

- Other restatements

2 - Unrealised holding gains

- Cash flow hedging net of tax (exchange rate)

- Cash flow hedging net of tax (interest rate)

- Fair value revaluation of Sanofi-Aventis investment
- Associated tax effect

- Other

3 - Cumulative translation adjustments

- Reclassification of cumulative translation adjustments in reserves at 1/1/2004
- Translation differences on 2004 goodwil! in foreign currency

- Cancellation of 2004 change recorded for Sanofi-Aventis deconsolidation

- Other

4 - Treasury stock
- Reclassification of gross value of treasury stock

5 - Minority interests

- Minority interest buyback commitments

- Partial revaluation of Shu Uemura net of tax
- Other

IFRS shareholders’ equity at 12/31/2004

IFRS reclassification
and restatement

Liability /
Liability

-1,542.1

-129.4

-211.4

-1,243.3
87.1

19.2
-64.3

-506.7

50.5
2.2

-555.0
1,158.2
1,243.3

-87.1
2.0

-13.4
-13.7

0.3

Asset /
Liability

406.7

4351
-148.0

-23.7

73.0
57.3

-18.5
38.3
-6.8

3,537.7

0.8
3,530.7

6.2

-30.0

-34.2
4.2

-1,759.1
-1,759.1

10.4
6.1
43

Total

10,859.5
42
10,563.7

-1,135.4

3,031.0

1,128.2

-1,759.1

11,825.4
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